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42 If fteed hetp in preparing my annual Fedoral income tax relurns, 
will IBS help me? 

A/iswer— Yes» IRS has olficos throughout the U S where em- 
ployees are available to answer yoL*r questions Tor your CO. - 
ven*ence. yjoo may wish to Cdii iht Tax Inform^tljun numbof U Jud m 
youf iocai telepi^onr- ciire5!qj^ 
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Part 1— Sponsors 

Questions and Answer^ 
General Information 

1 As n sponsor * linvo Inkon tinroL^UHl ixMiivjoo ItKo mv tuut^t^ ^tt^^i i 
j»m furnishing \ho a^fw^j^H' wilh fomf* ^ht'fU'i. ^ Jom^iY^i* oiu/»»n*wu *H 
sotvlcos, Miiy i claim Itjo feJUgoe a depondeiit on my Income Mx 

/Answer— M the relugee (1) hvedas^i rnemborof yoor fiotisehcHtJ Jof 
tho entire calendar year. (2) h<^dgro&&(nccniit; for ihM of u*.^^ 
than $1*000, (3) did not filea joint return wdh hisorhei bpotist; 
(unless neither is reoured to filearelUinexcept lo gut a refund o\ 
tax withheld), and (4)you{urn(Shed overone^h^jiif of the refugt^us s 
total support for the calendar year, you may claim the refugee a^ a 
dependent on your Federal income ta?^ return No dependency 
deduction wiTl be allowed unless^all four tests are ntcl. For example, 
if the refugee lived as a member of your household for onty 7 
months of the calcndaryear, nodepender*ee cicduct*oji is^iif^wcd 
even though the other three tests are mot 

2 Whnt It tho r<jt«u<jo la rolntod to mo inrtirhig**^ 

/im^ver-if the refugee IS your father-in-law. mothtJi -m-law son-^^ 
Taw daughter m-law. brother MH^Iaw.^ sister-in-law.thereM.e 

oc.;* ^nt h^ a me*Tiher of your household to t>e claimecMis a 
Sependim' prov/dm^^ teM. lasted ihe answer to 
queslionl. above aremet. ^ 

3 For Federal ineome tax purposes whal is the slafjs ol a relugee? 

/ins^er-RBfugees whoare (ormalty admitted asparolocsio the 
S r^nde; the lrTim.grat.on and Nat.»aN2at.on Act. are considered 

resident aliens (or Federal income tax purposes. 

4 What does that mean? 

Answer~Fot Federal income t.i. purposes, a fCsiJonl alto.ns. m 
r,^t^Z subiecl 10 la^ in the sanre manner .isa United bUilcs 
^S^e^^S^d^n, a,.n .s ta.ed 0|> -corne c^rwe^^^^^^^^ 
^otirrr^ mcluding sources outoide the United States, m ue same 
'nS;; e%sa Unite'd Statescmzcn H^-^'SieT^SSe 
..here anahcnchanges status m me cou.se o(a laxycnr '"^se 
mlelaL the use of dependency dcUucnons. use oMhe oplion.il 
, .K Ic anc the f i^ nq of joint feturns Additional information on 
Th^sSKcrcan be ol^^'a.ncd t>y catting the Ta. .nforr.at.on n..r.bor 
listed in your telephone directory 



5 Are there any restrictions on emptoytng a mcmberof an>fugeo 
family In my placo of business? 

^nsiver— No. However, as an employor you sliould insure \hM iho 
refugee obtains a social security number, whjclialso serves as the 
refugee's taxpayer identification nOmber. Applications Jor sociai 
security numbers (Form SS-5) can beobtarnedat any Social 
, Security Adminisiration office. Post Office, or Internal Revenue 
Service office. As wiih any olher employee, you sfioulddisc5 see 
that the refugee completes the Employee's Withholding Allowance 
Cenificate (Form You should aJso have the refugee complete 
Form 1078, Certificate of Alien Claiming Residence in the United 
States, 

6 My church has agreed to sponsor a refugee family and has formed 
- acommittee to provide the family with housing, foodt clothing and 

any medical needs. Are the church members entitled \o any deduc- 
tions for contributions to the church committee for support of Ihese 
refugees? 

^nstvsr— Since your church is the sponsor oJ the family, the fair 
marketivalue of any contributions to the church committee for 
supporl of the family are donations to your church in carrying oul 
its charitable activities and are deductible as partol Ihe church 
member's itemized deductions. 

7 Through a charilable resettlement agency, 1 have taken a refugee 
family Inio my home for a temporary period. I provide living 
quarters in my home for the family* and provide ihe family with 
food, clolhingtand other incidentals for which (receive no reim- 
bursement Am I entitled to any charitable contribulion deduction 
for these expense^? 

Answer—Yes /\\ you itemize your deductions. Under Ihe resettle- 
ment agency's agreement with the United Stales Government the 
resettlement agency has assumed responsibility Jor the resettle- 
ment and care of the refugees. Youroul-of-pockei expenses are 
contributions for the use of the resettlement agency in support of 
its charitable activities. However under thjs arrangement the 
refugee family members would not be considered your 
dependents. 

^ 3 If I pay the medical expenses foran unrelated refugee, may I claim 
a medical expense deduction on my income tax return? 

Answer—Only if the refugee qualifies as a dependent under tests 
(1) and (4) set out in Ihe answer to question 1 above and you * 
itemize your deductions. 
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9 Are contrlbulJons to refugees taxable to Ihein? 

Ansvsfef~-\i such contributions are in the nature oi gifts, they arc 
not taxable However, on subsfantjal grfts. the donor may be 
subject loa g\i\ tax i 

i 

10 Under^he auspices of a natfonal chartly, r have agreed to mainlain 
a refugee high school sludeni In my home.^^m I enlilled lo any 
deductions for the expense of maintaining Ihls student? 

Ansv/er— Assuming tl^e sludeni is neither your relalive nor your 
clependent^ and Ihere is a wnUen agreement between you and the 
Charitable organization, and you receive noretmbursemenl loward 
irie expense of maintaining the student, you irtay deduct, as afi 
t]emj2ed deduchon, a charitable coninbution of up to $50 a month 
for each month {15 or more days) the sludeni is a full time student 
in (he twelfth or lower grades. , 

11 lhave volunleeredto work with refugees, \Vhere can I gel help in 
answering their lax questions? 

>i/>$w^e>— Help in answering tax questions can be obtained froln the 
Internal Revenue Service by (filing the Tax Inforination nuniber 
listed in your teletphone directory. 

12 ts a food processing corporation that donates a truckload of 
c'annedfood lo a United Slates government-sponsored refugee 
'settlement center entitted lo a deduction for a charitable contri' 
but ion? V 

AnSY/er^Yes, but only with respect lo costs and expenses altnbut* 
" abte to the contributed property that are incurred in prior taxable 
years and that are properly reflected m opening inventory for tne 
year of contribution. These costs and expenses must be removed 
from opening inventory ar>d may not be considefed part of cost of 
goods sold for purposes of determmmg gross mconie for the year 
of contribution. 



Part 2— Refugees 

QuesliotJS and Answers " 



General Inidrmation 

1 What is my lax status 35 a refugoo? 

If you have been formally ad milled as a parolee lo the U.S. under Ihe 
Immigralion and NaluralEzatioit Act you are considered a resident 
alien for Federal income tax purposes. 

2 As a refugee, how do I knov/ whether I have been formally admitted 
as a parolec^lo Ihe U.S.? 

/Answer— Check your 1-94. ArnvaJ and CJeparttire Cj/d. yuu. 
^oro Qjven when you enlered (he U S The card ^lii shuw Aht;thi.^r 
you have been formally admitted into the U S asapdfOltie {T\ic 
1-94 should beattached loyour passport ) ■ 

3 My formal admission as a refugee has not yel been approved by the 
Immigration and Naturalization Service. Whiie I am wailing for 
formal approval, what Is my tax status? 

>il«sivcr-Genefally. unMyOLj are formally i^dniiH^u-dmlu the U r» 
a p'tirolee under the hnmigratjotiand Ntituralization Act yuo tuu 
considered a nonresident ahen for Fedeial inconit; t^l^ pu»pu^c^ 

4 What is a nonresident alien? 

Amv]fOf—\n general, a nonresident ahen is somuont; vvhust- otay u\ 
Xhi U S IS hmited by the hnmjgnitionand Nattj/iilizatjOJi Soi\^iut^ 
However, tmder cerl<iinc^rciimsltinces*anahcn ^huscslay \^ 
limited by INS maybe treated as a resident aii*?n For more 
information pleaso contact the Inlernal Reventjo Service by caUiiiij 
the Tax Information nunitef listed in yourtelephoht- diret^tur^ 

5 For Federal income tax purposes are nonresidents treated any 

dfflerenlly than resident aliens? 

*^ * 

Answer— Yo^ On ci?rtajnincome the rateuf tax lor nonit^^i.Jt^ni 
aliens isdillercnt than the fatc^of tax lor rCbjdents Also, 
nonresident aliens are Qyi^erally only subject to ta^ on the r U S 
source income while resident aliens aro subject to la^ on t^iojr 
worldwide income 

For more specific infoniiatioji on the tax st^itusot nonft;sidi.f»t 
aliens you shotjid contact the Internal Re^on^ie Serv^ce by cailiuy 
the Tax Inlormation number listetJ'm yjur telephone dnectory 

Nof0-7The following questfons and answers dpply only to resident 
aliens and certain nonresident aliens who are married to either a 
U.S. citizen or resident alien and have agreed to be treated as U.S. 
resident aliens and be aubjectlo lax on their worldwide income. 



6 What is a resident alien? 

Ansv/of A rosidonl alien is one whOintencJi' loubtat>hbh rcsKlcncu 
in meUnHcd Slaiesand. <n gencmt. jssobjeci to in llWsarne 
manner as a Uniled Stales crtizen 

7 WhaitaxesamMiablefor? 

>\nstver— The pnnciparFederal laxes lor wtiictiyou may beli<ible 
arc Federal income and social security taxus AdJUiundJiy-yiiu mny 
baliable lor a variely of slale nnd local taxes. wri*cn may mcJudt* 
Income (axes, sales and taxes, and properly taxL*s 

8 Whal are ihese taxes used for and now are Ihey co[f9Cled? 

^nsw^eV— Federal income laxes provide opCraling lunds for v^iuj^o** 
prograiTiS and sers^ices furnished by Ihe F<Jderal Government Tlie 
" principal way ol collecting income tax on individuals jshuni ' 
wilhholding on wages Soci3l security taxes are imposed un wage*> 
and earnings from seU-emptoyment and^are used lo pay pension . 
benelits upon your relirement Theyare'also used 'o pay dt-aih artd 
disability beixehls lo Ihe taxpayer, spouseror dependent children 
These taxes are wilhheld from wagesmainanner^simjfar to Ine way^ 
income laxes are withheld ^ 

9 Are wages the only Incomesubjecl to Federallncome and social 
secuHty taxes? 

Answer -^No.^ resraeni alien. Itkea Citizen ol Ihe United Stales, is 
taxed on income Irom aM sources, including income* Irorri suurces 
oulsidelheUS However.^for 1981 social sucunly taxes geneiaily 
apply to only the firsl S29.700 of Adages or earnings Iraiy self- 
employment 

10 How does withholding of Federal Income and social security taxes 
work? 

^f^siver*- First, you will need a social security numbur. which also 
serves as your Vdxpayer identificafion;number. The Soc*al Security 
Administration uses tins number ihroughout your working life to 
keep a record ol all your earnings on which you p<iy bocial security 
taxes that count toward old-a^e and survivors in*>ur<irice. The 
Internal Revenue Service uses this numt>cras youf taxpayer 
identifrcation number, and it must appear on every tax 'uturn. 
statement, or other document rCjquired to bo filed with the Iniemal 
Revenue Service Usmg your social secunly number, your 
employer repoils and pnys to the internal Revenue Service ih^* 
amounts of income and social security t<ixes that are requ^fuJ to be* 
wrthheld from your v/ages Vour mdivuJual social security number 
msures that you are given proper credit for the social security and 
pncome taxes withheld from yourwa<]es 



11 Where do I get a social securily number? 

4n5w$r— Apphcations for socia; secnty numbijrs (Fojn» Cini 
be obtainod at ^^ny Socjal Security A(JininiStf<i(iUM oltict;- Pu^t 
OUice or Internal Revenue Service office instructions for 
completing the application are contajnccJ on Xhe Form, and 't 
should be filed with the nearest Social Seconty office Alter 
processing this lorrji. which establishes your socmI sgcority 
accoCjnt number, the Social Security Adn^jn^^trjt^uM vsUI yu^^ ^ 
^ , card indicating your social secunly account number. 

12 Whaa is this card used for? 

, jA/iJvs^er— This card should be shown \o yuuryjn^-iuyertu unable 
iheemployefto record your name and huii^bcr ju' l as they af^pt-cir 
on the card The employer needs thts jnforinalion to refX)it to Itie 
Internal Revenue Service the atnount of jncomu and social s>i.curity 
taxes withheld from yQur wages -Your employer use thj> 
' number when reporting to the government ajiy mcomt; ur sogal 
security taxes withheld from your wages^ The use of your soi^kil 
secunty number insures that you receive proper croda^or tiny 
mcome and sociiJI security taxes withheld from your wages 

13 In connection with employment* are there any other fomis that 
must be comptetecf for Federal tax purposes? 

jAnstve/- When you are first eniptoyed, you most complete .in 
Employee's Withholding Allowance Certifjcato. {f orm W-i) 
form v/itfbe furnished by your employer. You n^iy also U\e Form 
1078. Certificate of Ali<?n Claiming Residence »n tlie Unjted St.itvs, 
whtch can be obtained by callmg the Tax inforiTiatiou numbtr J^^ted 
rn the telephone directory. ' < 

14 What are these forms used for? 

Answer Since the Federal mcome tax system operat^;;>on a pay- 
as-you-go bas^s, an employer must withhold mcome ta;^fioiii uaoh 
employee's pay rn each pay penod The amount ol tax to be 
withheld 15 based on the number of wjthholdmg aiiowajices 
claimed by the employee The total number of wjthlioldmg 
allowances that may be claimed is based onailow.inccsfor 
dependents, tax credits, itemized deductions, and aJiiuony. 
Form,W-4 js used to figure the number of withholdmg allo^anoei> 
ari employee may claim, and to claim these dllovjancei> Inc Form 
W-4 js also used by an mdividual who expects no tax Uabjljty for tlie 
Current yt\ir and who mcurred no tax habilily m Iht; previous year to 
clajtn exemption from withholding. The Form 1078 sliows your 
' employer that you are a resident alien 

15 What does the employer do with the money whhhetd for Federal 
Income and social security taxes? 

jAnswer— The employer is required to turn these funclt over to tho 
Federal Government Addjtionalty^tne employer required to senil 
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you S^^OiWy tJt*or the t^nd of Hi^ yt'ar, d V^'jcjo ar^J J \ iAMi \uvi\\ 
(Fo/o» W i!) lhal providusa fucord of itiu v.cicjt^s you wviv pjiU. I^l 
aniouni of Fedt-'raf mcon^o Ulx withhtOd. an J amuurit ot ^ck ui\ 
secufily lax withheld 

16 Whal do t do wilh^he W-2 1 receive trom my employer? 

/Answer -- This torj'n provKJes yuii witti ititijnuiition you miil t 
complete yotjrmcoiro Itix jtflurr^ Vou attach a i,upy la tht; 
W-2 to yOiir (ax ftjjlufo wnen it is f iJ^-d 

17 Under what arcumslancesam I required loftjea Fof^cral incon^c 
lax return? 

Answer—Ui general yOu fiiusi fife a whtm if 

1 ) You are a smcjte taxpayer under ^lyt- (6 and havt; yross incci, ,^' f^^r 
the ye« r ot $3,300 Or n^ore It you are Gr> or older, the ii'guir^-n^t 

2) You and your spouse arc under 65, aiL' ehcjibie to fik' a |Oinl rrtuiri. 
and havecon^bined gros^^incomi^ for thu ytMf uf $6 400 o^ mor<L' If 
Olio of you IS 6S or older, the feqtJireiuent is $6 400 it t)oMi ar^ C ut 
otdor the requirement is $7,400 

3) You a'c a mdrned person and yoLir spo^^^u fjl^-s a srpaTalt- u tu'i or 
you are not efigible to fife jointly, and yoo have gross Jiicodii - ^ w * 
year of $ 1 .000 or more 

4} You received tips frum which stjcja^ secunt/ la/* s >»%t'r^ nul A^^.r ' f j 
even it your grpss mcomefor tin. yL iJ vvas It Uian tiK a^^j^^F^ 
amounts 

5) You weru in business for you'sdf and had rn^t earnings for the yejii 

1/onn thJS self -deployment of $4J0or rnoro 
0) You received unearned incorno cjf $ 1 000 or more and c^in ht- 

cJaimed as a o^yper^dcnt on anoif^er person s tax f^turn 

7) Youieceived any advance payments of earned income crt^M from 
yoor eniployor. evt'n thoucjh yoj.j art; fiot retiurrt.'d to file a [< luin 
under 1- 6abOve 

8) You must also file a return to obtain a refund of any ta^^js wttliii' id 
even ihouyf) you are r^ot leqi^iire j lo fati a return undei 1 - / LUxKt." 

IS Whal isa jo<nlre(um and arc Ihere any advantages \oitlmg one'* 

AtKv^ef - A (omt return include^ alJ ttie income, exemptions, and 
deductions of botlt husband and w(fe. dnd may resu't \n a lu^/rr 
total tax A jvira rtMuin inay>>*' 'iletl even if ont- of tht spou^V^ fi,*d 
no income or deJuctior^s 

19 Wfien and wfiere must 1 tile a Federal income lax rolurn? 

^fJSVi tjf T he due da to tor filing your Federal mconic tax rtturn is 
nunnoKy April 15 of \\w yt.-af fo lowjng t^e calend^i' yt'af itwotu^t 
1 K-^turn IS filed (nai^toKlan^^c with tl>o mstructirjni. mi tin; fonn 
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20 WhaTs thG purpose ol social sccufily ta^^GS? 

Answvf - bot^uil ^vcuniy Ic^xt^b go intou ^pot:^'^! fund <^'JnjKiJ:3U ii iJ 

your accoufit antJ ajI! pfovide rt?j»rtmont bt'nuliU tu y^u yuu 
tiWCU rt^ttrt^rTit-nt or disabihly btMicfits ir^ tho overU yotj Uf 
d[:>*iblod a^id vrrviblv lu wurK j.fior lo rejchirty rot^rt,nl*t^^U ag^ 
SoCMi SjCCurity al^^ provid*^b bt,*g^M[tb. tu your spoub^i^ (Jf^J ^ 
erit ctitldrt^n idler yo^jr dtMth 

21 Why does the governmeni requirG withholding of ta^^GS from 
wages? 

Answijr -l\ie Fedt^fcii income tax s^^tcMii tM^t^J o^i a pay a^ y(jn- 
<jo plan Ldch t\iy penod, an drnOu^l is Jt^juf.ied UOfu your 
paycheck so JImI ai ihe or^d (.^t th.- yL jr iht,? income tax ^vithlu lo 
approj^micileS tne toiai amoLiol lax yuu o^^;e 1 hus y iiiM i ^ 
IMbthiv paKJ a nud^b^^r of TOlatw\*ly tn^jdesl msiiillm.^ru ^ m^j < 
Ihan by orit^ larcjL^ payr^^'r-t duo at tho end of Uiu uu yvar 

22 When 1 tell my native country* I was able to salvage some pt r <on,i\ 
possessions lhal I sold afj^r reaching the t^mted States WJ^ J bo 
tapped on this sale? 

Answer 1 h^j sak* ts taxable if the ciTimo^'* yoi,) lecefvt d ^*.t.* \ - . 
sold the -tern^exci.X'd^.'d your c*;ot or otht/r basis m tht rr- 

23 When I ieM my nahve country, I was forced to l*?ave behind my 
personal residence and some of my personal belongings. Atn t 
enhlled to any ta^^ deduction for these losses? 

AttSwr — No 

24 II l^eposit money thai I brought Irom my nahve country m 
savings accouni in a United StaKs bank, ^^^ill I be tapped on !ho 
mterest income Irom the accouni? 

AfiStvcv— Ye?^, inlert^si mcornv nvjst bf iru j.i'Jf^l asi art ut ij' ► , 
aicofiie or^ your tax ruturri 

25 A widowed parent, under 65 years ol age^and eldest child work jnrt 
support thtee other children of Ihe family. How maay CT^cmptions 
are the parent and elde&l child entitled lo and who should clami the 
e?^emptJons? 

/^nsivef — Both tho parent a»»d the eldosi child are tj!ntiil'-'(J to thL»» 
own pf^^fi^una^ excniptton on theif soparat^^Jy f)l<.*d m tun is T lu ^<n, 

v-^hopfovidij&Over 50 percent of the bupport of tt^t^ II a 

working chiidfer^ is enhtiod to ptM»den;.y deduoliuns It-i the 
children However. i1 neither of the workiriy family rneriibers 
individually furnt&fied o^/er J^atf the cependenls totai support, but 
each tiji rushed over f 0 percent ol ^tjch supj-url. thry itm/ ^tiin wiih 
the other pt?* son or personi> furrti ,t)ii!cj the itnnainder of Ihr 



&o[jpufl (^i:nJ qualifying to ckiini ij^e dopendenCy exemption, 
t;A<^t*pt fOF turrniihiiig uvur half tfiu bupporl). in jgrceiny on U 
o<iu of Itrt ni ;>fidll clchiu X\\*i t^xt inpliOns by Jiliny Forni 2120. 
Wollipit* Suppurl Agreement UfiJe* certain circumb-laiic ^b. unc 
. the family riijy be OfiliUed to lileas head ol housef^old " 

26 WhdMs a head ol hoosehold. and are Ihore are any advanliigt;S lo 
Ijling as such? 

^ An^wt/t -IngoncraLin Order toqualiJy asi fiuad uf fiouseholj. a 
laxpayer mtiM becjlh^r a Unttc^d Slale;> citizen ur .1 residerilalK-u 
tor the erilire tjx yea*, must be tinmcuned or legally separalecJ 
unJef a d&deu oJ divorce or separate fnamtenance on Ihe last Oj/ 
oi ihe tax year or be married to someone who was a nOrifr&iUt,*f>t 
ahen at sornt^ljmedurmg thu yuar , r^J must havt^furm&hod over 
half tfie cost of maintamiag a household for the entire yuar for ai 
least one relal^^e oinof than a spoube Head o^ hou^efiold lax 
generally fall bet v^cen Ihe higher tax raicsfof singlt; taxpaytiSarM 
the fower lax rates for married person;, litiny loinl rt^lurns 

27 Is supporl money received from lamjfy members tiving out&ide Ihe 
Untied Slates laxable to refugees living m the Uniled Slates? 

Anitwef 'Mo 

28 fs money sent forefal ves shllfivmg outside Ihc U.S,deductil:>le for 
inccme lax purposes'^ 

Ansv/Of- No 

2S Is money given lo anolher as a gif I laxable? 

Answof - Jo the reeipjenl. no Huwt vcr, on sub:>Ujiilia! ^}il1i> the 
donor may bo Subject to a gift lax 

30 Can a workmg pareni claim minor children as dependents? The 
other parent, an alien, did not come I o Ihe Uniled States. 

Afiswar—^e^. pioviding llu^t Ihu working parrrii furni^lius i^ver 
onu-half of ihe ^iipporl oMf k' iinnor eliiltlf t n AddilKMtill> tj^ j" rul- 
ing or* theiTiantal ^^taius itie y^urking paii^jU niay^H ^ he t'iK)>i-)lt' {o 
file a^ fiead of houyjfiold 

31 I am single and go lo college. Musi I file a fax return? 

Ans^iif Vou iriusi filt* an mcotiu-^ tax return if yuiif int,orne >s 
S3 300 nioir If yuu ort^ L^lK^mie to be claimed <is^i dt'(i^VndenI of 
ariolht-r Lijfpayer and fud uht arnrd iiu ome u\ Sl.OOU or iiiore yoo 
riKist file ai» income lax return 

32 re educational expenses deductible? ^ 

An^wOf^ Ge^ierally, edoc^ifioiial vxprni>i'b arc nol deducNble 
However, if the educational t^^ptTibes are incurred lo meet Me 
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t*xpft*ss roquri'tirnonts of your i^up'oyt r or Uie ft.\tu*ft.'jnt;*ttsof l<iv; 
or regulations, tor koopjnip your sola; y. bUtUj^. of etnfiloynH^f^l, aod 
il [Ue fccjuirL'rnonlb imposed sorve n bona dklo du&it^l'ss pohkj'^*^ or 
sucn educotionai expenses nuiintnin or itnpru^i: bkiilj? roquiu d in 
poriorrning tho duties oi your present omp]o/f?it*f*t <jtht'r iMiie or 
business, ihey are deducttble 

33 ts therea lax onUnttod Sidlescurroncy broughhnio thcU.S from 
a foreign counlry? 

Tax laft^rmation on Operating a Smalt Business 

34 II f decide to open a small busjnosswtll I have any tax obligations? 

Ansi^cf - Yl^&, Livery pL^f son ef^gaged *na bubitiussaclivty \^ 
affecttd by the Federal tax laws Your primary Ohhy*uioni v'^<il b^ t^) 
rTuHTilam .idequHte books and recofds for tho bub^nes^ M\c rtcordb 
fTiu^t bt buHicienienougb to show the gross mcofT>ofrufmth'^ 
t^u ifross rnd all expenses of the bu&inuss You v/ilt use tne lecu* b 
to ^ ofiipute how much tax you must pay 

35 Whal laxes v/ill I hdvolo pay? 

Ans\^tf You v^kil have to pay income lax on lUo net pjuf^is Ifjjm 
trie busifusband you wdl also have to pay self -employ nient (iL■^.^^ll 
^"ieCu'rly ) IlIx In addition, »l y^u tiire employees to work lor yoiif 
b^jbincss you will be]iabU> for Ihe eruployof sha*e of FJCA 
it n>ii^oyf'eSOC»al soci]r»ty)uix.and tor Federal Unemploynuitt 
Abo. dept iidmg on tbo type of business, you may have to pay 
ceftam FetJi ra^ oxc^bc ta^ies and possibly slate and local ^^ale"? ai id 
propeMv Lues 

36 I do plan lo hire some employees for Ihe business. Can you leH m^; 
more aboul what I should do as an employer? 

Ans^vf F ifst. you will need an Empluyer fden^ficaHuo Nuntbt r 
(LiN) Tu gel tf^e nu">ber, ask ariy ]RS offitt^ or Social Secunty 
office for ar) .ippljcation. Form SS-^i Send Ji lutfuj iRS ServKf^ 
Center for your ^tate The address for theSc^fvjCu O nter may be 
obtained by caihny the Tax InfO'-nj^jlion Number i^steo m your lot a! 
telephone directory While yo^Jaro waitmy fOf your nurjjbi r , cont^ict 
the IRS and tell them that you are planning to open a i^usmess aud 
fnre employees Tne person that you talk mih will asJc you a few 
cjijostiOr^s aboui the busmt^ss and tfien wiJJ pui luOt?thor a special 
package of information publications ant) ^o^^ns to help you One ol 
iho putj^cahof^s ^ill be the Employer s Tax Gu»de (Circular E} 

The Circufar E wilf gwe you complete informanon cOncermrig yuuf 
responsibifities as an employer In addition to havir^g the wiir>- 
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holding tables to show you liOw much tax 10 withhold Uot\i iMi^h 
employee s pay chock. the Circular t: will provide you with 
mslrucliOnS on i^ow to pr<;parc th^^* Jiff^-ti^nt tax futnib /ou wUI Ih 
fcquifod to flic The Kit wjM also have a copy of PijuhCtiliu'i 3^*1, Tax 
Guide (or Small Business^ which has complete mformahuM on tho 
tax aspects oi rumimg a business 

37 What are some of tho tax forms I will have to file? 

Answer -A^ an employer you wAl nave lo Lie Form9^l, whicii ib 
th*, quarterly Jorm lo report the withheld mcomu antl the FICA 
taxes Also. Form 940. wh*ch is the annual Fedeuil Unempli^ynujnt 
Tax return Some ol the forms that you will have to file as a seif- 
employed business person are Schedule C (Form lO^OJ wlnth ib 
used to report total income and clajm all of the expejibebof tho 
t>usinesban<l Schedule^E. lo compute* V<^ur own self -employ nit.iii 
(social security) lax Yon may also have to fileForin lO-lOCStu 
estimate your income and self-employment ia\ liability aiid nuike 
quarterly payments of tax lo meet that liability 

38 Instead oi estimating my taxes and paying them quarterly, can 1 1 
just withhold the income and FICA tax every payday like I will for 
my other employees? 

^/jSwer— No Asa self-umplOyod business porson. your mcumv 
the actual profit from the bu'>inesi>. and even if you take mon^^y uul 
of the business you do not pay yourself wages The muaiyy yuu take 
outlSt the business is considered a 'dravv ' agamsi the pfufiis 

36 Once I get the publications and my Employer tdentllication 
Number, where can Igo tf I need more help in understanijmcj my 
responsll^llitles? 

Answer™ Contact your IF^S office Aii<^mplu/t^e will ^L.w;i ,vith 
yOu. at your convenience, and ^'x^jlaui your rfSpunsil^jlili*,'.^ and Jhr 
necessary actions you will havo tu lake 

40 Is there any place I can go to learn about settmg up my bu&inc&b'^ 

Answer - Yes Every IRS uffue sponsors fn;<:- tax cluin s for sru.Ji 
busuit'SS i^orsons People whoattenfl tfiO tlmic *u^; :»h<jy.n lii^w lu 
kt't'p boDkt> and f' t oriis how to rccoy^ii/e dilft^r^^nl ttjx tK-m Ij1> 
tlh^y tUij OriliUrd 1o. huw to witM'iuid taxes from empluyLrL> v;ajf... 
(Uid how to ^jreparu the difloferit lax forays that tn^7 are ^L^ ii/r^fj lu 



41 How do I find out when a Small Business Tax Cljnjc will be held m 
my area? 

Af)5wOf CdlJ the IMS Ta\ Infumiation number The/ wiil U W yuu 
wht^n a ciiriic is b<"^ifig hold and ^Mjiuj yuu tlu^ foimS to rcgii>lt^t for it 




